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Russia’s  Foreign  Economic  Policy 


BY  VERA  MICHELES  DEAN 


PROBABLY  one  of  the  least  expected  results  of 
World  War  II  is  the  emergence  of  Russia  as  an 
economic  challenge  to  the  United  States  and,  in 
lesser  measure,  other  industrial  nations  as  well. 
This  challenge  comes  all  the  more  as  a  surprise  to 
the  Western  world  because  hitherto  the  principal 
competitors  of  industrial  nations  have  been  other 
industrial  nations.  Germany  and  Japan,  for  ex¬ 
ample,  long  before  the  war  which  brought  about 
their  downfall,  vied  with  Britain  and  the  United 
States  for  sources  of  raw  materials  and  outlets  for 
manufactured  goods.  While  the  U.S.S.R.  has  made 
great  strides  since  1917  in  the  direction  of  modern 
industrialization  and  agricultural  collectivization, 
it  still  remains,  judged  by  Western  standards  of 
production,  technical  skill  and  labor  efficiency,  a 
relatively  backward  country.  The  competition  it 
offers  to  the  United  States  is  not  in  terms  of  ex¬ 
ports.  The  U.S.S.R.  is  hardly  in  a  position,  especial¬ 
ly  after  the  wartime  de.struction  suffered  by  its  in¬ 
dustries,  to  export  manufactured  goods,  except  pos¬ 
sibly  to  less  developed  countries,  notably  those  of 
the  Near  and  Middle  East,  and  Asia.  Nor  is  there 
any  immediate  prospect  that  it  will  be  able  to  com¬ 
pete  seriously  with  the  United  States  in  the  export 
of  raw  materials,  which  are  urgently  required  for 
its  own  industrial  reconstruction,  or  foodstuffs,  in 
which  it  is  experiencing  grave  shortages.  Russia’s 
challenge  is  that  of  a  country  which,  because  of  its 
own  boundless  need  for  all  kinds  of  products, 
offers  a  huge  market  for  the  exports  of  other  na¬ 
tions.  In  this  respect,  Russia  has  and  may  continue 
to  have  a  greater  power  of  attraction  for  the  raw 
material  and  food-producing  countries  of  Eastern 
Europe  and  the  Balkans  than  the  United  States, 
which  hitherto  has  been  more  concerned  in  increas¬ 
ing  its  own  exports  than  in  encouraging  imports 
from  actual  or  potential  customers.* 

I.  Among  recent  publications  in  English  dealing  with  Russia’s 
foreign  economic  policy,  in  whole  or  in  part,  the  following  will 
be  found  most  useful:  ,\Ic\ander  M.  Baykov,  The  Development 
of  the  Soviet  Economic  System  (Sew  York,  Macmillan,  1946) 
a.nd  Soviet  Foreign  Trade  fPrinceton,  Princeton  University  Press, 
1946);  Mikhail  V.  Condoidr,  Russian-American  Trade  (Odum- 
bus,  Ohio  State  University,  1946);  .Mexander  Gerschenkron, 
Fconon'i'-  Relations  with  the  U.S.S.R.  (New  York,  Committee 


RUSSIA’S  POST-WAR  TRADE  PROBLEMS 

Today  Russia,  having  launched  its  fourth  Five- 
Year  Plan  which  calls  for  an  increased  tempo  of 
industrialization,  as  well  as  for  the  reconstruction 
of  devastated  areas,  is  seeking  to  obtain  raw  ma¬ 
terials  and  manufactured  goods  by  all  methods  at 
its  disposal.  There  is  little  doubt,  as  indicated  by 
Stalin  in  his  reply  to  a  questionnaire  submitted  by 
Hugh  Baillie  of  the  United  Press  on  October  21, 
1946,^  that  the  U.S.S.R.  would  prefer  to  purchase 
the  products  it  needs,  especially  machinery  and 
tools,  in  the  United  States,  whose  technical  “know¬ 
how”  arouses  the  admiration  and  envy  of  the  Rus¬ 
sians.  To  make  such  purchases,  however,  the  Rus¬ 
sians  would  have  to  obtain  a  substantial  loan  in 
this  country.  At  the  end  of  the  war  it  was  reported 
that  the  United  States  might  consider  an  applica¬ 
tion  from  Moscow  for  a  loan  or  long-term  credit 
similar  to  that  extended  to  Britain  in  1946.  Russia, 
it  was  said,  had  wanted  a  credit  of  six  billion  dol¬ 
lars,  and  the  counter-offer  of  the  United  States,  re¬ 
portedly  delayed  by  the  temporary  misplacement  of 
pertinent  correspondence,  had  been  approximately 
one  billion  dollars.  The  tide  of  public  sentiment, 
however,  has  since  then  been  running  so  much 
against  Russia  that  it  appears  doubtful,  at  the 
present  time,  that  Congress  would  approve  any 
credits  for  reconstruction  of  Russia’s  economy,  es¬ 
pecially  in  view  of  the  drastic  cuts  in  governmental 
expenditures  contemplated  by  the  Republican  party. 

In  the  absence  of  a  loan  from  the  United  States, 
Russia  has  re.sorted  to  a  wide  range  of  measures 

(>!i  Int'.rniition.'i!  t-'conomic  P<ilicy,  194s):  Robert  J.  Kcrner, 
editor,  U.S.S.R.  Economy  and  the  War  (Russian  Economic  In¬ 
stitute,  Columbia  University,  1944);  Oscar  Lange,  The  Worl(- 
ing  Principles  of  the  Soviet  Economy  (Russian  Economic  Insti¬ 
tute,  1944);  John  T.  Madden,  The  Prospects  of  Soviet-Amer- 
iran  Trade  Relations  (Institute  of  International  Finance  of  New 
Yf)rk  University,  194s);  E.  C.  Ropes,  The  Future  of  American- 
Soviet  Trade  Relations  (New  York,  American-Russian  Institute, 
1944);  Valery  J.  Tereshtenko,  American-Soviet  Trade  Rela¬ 
tions-  -  Past  and  Future  (Russian  Economic  Institute,  Pamphlet 
Series  No.  5,  1945);  V’.  P.  Timoshenko,  Economic  Background 
for  the  Post-War  International  Trade  of  the  U.S.S.R.  (Ihid.) 

2.  For  text  of  Hugh  Raillic's  questionnaire  and  Stalin’s  replies, 
see  Sew  York  Times,  October  22,  1946. 
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I  to  fill  its  immediate  needs.  It  has  removed  machin¬ 
ery  and  tools — in  fact,  entire  factories,  sometimes 
accompanied  by  workers  and  technicians — from  oc¬ 
cupied  countries,  especially  the  Russian  zones  of 
Germany  and  Austria,  as  well  as  Hungary  and 
Rumania,  claiming  part  of  this  equipment  under 
the  head  of  reparation  for  the  damage  done  to 
Russian  industry  by  the  Axis  powers.  It  has  chan¬ 
neled  the  production  of  factories  in  neighboring 
countries  into  its  own  economy  by  requiring  the 
fulfillment  of  specific  quotas,  or  by  obtaining  a  con¬ 
trolling  interest  in  factories  and  other  enterprises 
through  the  seizure  of  shares  formerly  held  by  the 
German  state  or  by  Clerman  private  owners,  on  oc¬ 
casion  furnishing  the  raw  materials  needed  for  pro¬ 
duction.  It  has  also  concluded  a  scries  of  bilateral 
trade  treaties  with  all  nations  willing  to  enter  into 
such  agreements,  under  which  Russia  exchanges 
raw  materials  and  certain  foodstuffs  for  finished 
goods.  Some  of  these  bilateral  agreements  are 
linked  in  such  a  way  as  to  create  what  is  in  effect 
triangular,  or  even  broader,  trade.  For  example, 
under  the  Russo-Polish  trade  treaty,  the  terms  of 
which  have  not  been  made  public,  it  is  understood 
that  Russia  sends  raw  cotton  from  Central  Asia  to 
Poland,  whose  noted  textile  center  of  Lodz  had 
served  before  1014  as  an  important  source  of  supply 
for  the  Tsarist  Empire  until  Polish  exports,  follow¬ 
ing  World  War  I,  were  diverted  to  Western  mar¬ 
kets.  Polish  textile  factories  transform  Russian  cot¬ 
ton  into  cotton  goods,  part  of  which  are  retained 
by  the  Poles,  part  sent  to  Russia  in  payment  for  the 
raw  cotton,  and  part  to  an  industrial  nation  like 
Switzerland.  The  Swiss,  in  turn,  send  precision 
instruments,  watches,  and  other  manufactured 
goods,  which  Russia  and  Poland  both  lack,  to  Po¬ 
land,  and  the  Poles  retain  part  of  these  manufac¬ 
tured  goods,  sending  the  balance  to  Russia.  While 
such  bilateral  arrangements  usually  make  no  pro¬ 
vision  for  financial  transactions,  this  is  not  true 
of  the  Russo-Swedish  treaty  of  October  6,  1946, 
which  provides  for  a  five-year  Swedish  credit  to 
Russia. 

Of  all  the  features  of  Russia’s  foreign  economic 
policy,  its  post-war  bilateral  treaties  have  been  par¬ 
ticularly  criticized  by  the  United  States.  The  prin¬ 
cipal  reason  for  this  criticism  is  that,  since  the  war, 
the  United  States  has  become  far  more  conscious 
of  the  value  of  foreign  trade  for  American  econ¬ 
omy  than  it  had  ever  been  in  the  past.  The  war- 
expanded  industries  of  this  country,  it  is  now  real¬ 
ized,  cannot  be  kept  in  full  production,  and  hence 
cannot  assure  “full  employment,”  unless  markets  are 
found  abroad  for  products  that  cannot  be  easily  ab¬ 
sorbed  by  domestic  consumers.  This  country,  tradi¬ 


tionally,  has  favored  the  “open  door”  policy.  Secre¬ 
tary  of  State  John  Hay,  in  his  “open  door”  note 
of  1899,  was  concerned,  among  other  things,  by  the 
efforts  of  the  Tsarist  Empire  to  dominate  the  econ¬ 
omy  of  Manchuria,  an  area  rich  in  strategic  raw 
materials,  potentially  capable  of  industrialization 
and,  consequently,  of  becoming  a  market  for  Amer¬ 
ican  exports.  Today,  the  “open  door”  is  not  merely 
a  matter  of  policy  for  this  country,  but  of  urgent 
necessity.  The  United  States  has  therefore  become 
the  principal  advocate  of  freer  multilateral  trade 
through  the  reduction  and  eventual  abolition  of 
existing  trade  restrictions,  in  contrast  to  Russia’s 
policy  of  bilateral  barter  treaties  and  Britain’s  pref¬ 
erential  arrangements  with  the  Dominions. 

Russia  realizes  that,  in  its  present  weakened  eco¬ 
nomic  condition,  it  cannot  compete  with  the  United 
States  as  an  exporter  of  capital  or  manufactured 
goods,  or  even  food.  It  fears  that  this  country,  by 
offering  loans  to  Russia’s  neighbors  for  the  pur¬ 
chase  of  American  goods,  will  not  only  make  it 
difficult  for  the  Russians  to  obtain  the  goods  they 
need,  but  that  the  flag  will  follow  trade,  and  that 
American  political  influence  will  penetrate  in  the 
wake  of  loans  and  goods.  That  is  why  the  Rus¬ 
sians  denounce  what  they  call  America’s  “economic 
imperialism”  and  “dollar  diplomacy.”  That  is  also 
why  Russian  Foreign  Minister  Molotov,  at  the 
Paris  Peace  Conference,  questioned  the  “unlimited 
application”  of  the  principle  of  “equality  of  oppor¬ 
tunity”  enunciated  by  Secretary  of  State  Byrnes, 
declaring  that  “it  is  convenient  for  those  who  are 
trying  to  use  their  capital  to  subjugate  those  who 
are  weaker.”^  The  United  States,  for  its  part,  fears 
that  Russia,  by  its  network  of  trade  arrangements, 
will  carve  out  for  itself  an  exclusive  sphere  of  eco¬ 
nomic  control,  supplementing  its  political  influence 
in  Eastern  Europe  and  the  Balkans  and  later  also  in 
adjoining  areas  of  the  Near  and  Middle  East  and 
Asia,  and  leave  American  business  out  in  the  cold. 

STATE  MONOPOLY  OF  TRADE 

To  understand  the  present  conflict  of  economic 
interests  between  the  United  States  and  Russia,  and 
to  appraise  the  possibility  of  adjustment  in  the  fu¬ 
ture,  it  is  necessary  to  glance  back  at  the  character 
and  course  of  Russia’s  foreign  trade.  Before  1914 
Russia  was  principally  an  exporter  of  grain  (al¬ 
though  it  experienced  severe  periodic  famines,  it 
was  known  as  “the  granary  of  Europe”)  and  cer¬ 
tain  raw  materials,  notably  oil,  manganese,  timber, 
and  precious  stones  and  metals,  particularly  plat¬ 
inum,  as  well  as  furs.  Its  imports  consisted  primar- 

V  Speech  delivered  by  Vyacheslav  M.  Molotov,  Russian  For¬ 
eign  Minister,  at  the  Paris  Peace  Conference,  Aufjust  15,  1946. 
New  York,  Times,  August  16,  1946. 
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ily  of  manufactured  goods,  which  the  Russian 
economy,  then  still  in  the  early  stages  of  industrial¬ 
ization,  was  unable  either  to  produce  at  all  or  to 
produce  in  adequate  quantities,  and  raw  materials 
for  industry.  The  investment  of  foreign  capital, 
chiefly  British,  French,  German  and  Belgian,  fi¬ 
nanced  the  development  of  some  industries  and 
other  enterprises,  especially  railways,  tramways,  and 
oil  refineries.  During  World  War  I  the  Tsarist 
government,  to  meet  wartime  emergencies,  as¬ 
sumed  a  considerable  measure  of  control  over  the 
country’s  foreign  trade. 

Following  the  establishment  of  the  Soviet  re¬ 
gime,  and  initial  experimentation  with  a  mixed 
economy  under  the  New  Economic  Policy  (NEP), 
the  Soviet  government  assumed  increasing  control 
over  all  foreign  trade  operations,  which  were  in¬ 
tegrated  into  the  program  of  internal  economic  de¬ 
velopment.  At  the  present  time  the  state  has  a 
monopoly  of  foreign  trade.  All  foreign  trade  op¬ 
erations  are  handled  by  the  People’s  Ministry 
(formerly  Commissariat)  of  Foreign  Trade,  which 
directs,  plans  and  controls  the  country’s  foreign 
economic  relations.  The  Ministry,  headed  for  many 
years  by  Anastas  I.  Mikoyan,  is  represented  in 
foreign  countries  by  Trade  Delegations  (Torg- 
predstva),^  or  by  special  cf)rporations  such  as  the 
Amtorg  Trading  Corporation  in  the  United  States. 
The  planning  functions  of  the  Ministry  are  per¬ 
formed  by  the  Department  of  Planning  and  bxo- 
nomics.  Export  and  import  activities  are  carried 
out  by  the  Export  and  Import  Administration  re¬ 
spectively.  A  special  section,  the  Eastern  Depart¬ 
ment,  directs  trade  with  the  Eastern  countries — 
Turkey,  Iran,  Afghanistan,  Western  ('hina,  the 
Tuva  People’s  Republic  and  the  Mongolian 
People’s  Republic.  Shipping  and  railway  transpor¬ 
tation  are  handled  by  the  Chief  Transport  .\dmin- 
istration,  and  problems  of  foreign  exchange  and 
credit  policy  by  the  Foreign  Exchange  and  Finance 
Administration.’ 

The  actual  work  of  preparing  goods  for  export 
is  assigned  to  monopolistic  state  corjxjrations,  the 
principal  of  which  are  Ef^sportles  (lumber  and 
timber  production);  Soyuzneftel{sport  (oil  and  pe¬ 
troleum  products);  EI(sportl{hlch  (grain,  sugar, 
poultry,  and  other  foodstuffs);  El^sportlen  (flax, 
cotton,  and  articles  made  of  these  fibres) ;  Soyitz- 
protrtek^sport  (chemicals,  minerals,  and  some  fin- 

4.  Before  1939,  the  L’.S.S.R.  had  Trade  Delegations  in  Brit¬ 
ain,  Belgium,  Germany,  Greece.  Denmark,  Iran,  Spain,  Italy, 
Latvia,  Lithuania,  the  Mongolian  People’s  Republic,  Norway, 
Poland,  lurkey,  the  Tuva  People's  Republic,  Finland,  France, 
Estonia,  Czechoslovakia,  Sweden,  and  Japan;  and  trade  agencies 
in  Rumania  and  Western  China.  Baykov,  Soviet  Foreign  Trade, 
cited,  p.  27,  fn. 

5.  Ihid.,  p.  24. 


ished  products);  Te/(noe/{sport  (machinery,  equip¬ 
ment,  rolling  stock,  metal  goods);  Soyuzel(sport 
(coal,  manganese  and  iron  ores);  Raznoel^sport 
(raw  hides,  bristles,  down  and  feathers,  tobacco 
and  tobacco  products) ;  Mezhdunarodnaya  Kniga 
(books  and  other  publications).  Similar  corpora¬ 
tions  exist  also  for  imports.  An  annual  export  and 
import  plan  is  drawn  up  by  the  Ministry  of  For¬ 
eign  Trade  under  the  supervision  of  the  State 
Planning  Commission  of  the  U.S.S.R.  (Gosplan). 
Since  the  economic  plans  for  the  country  as  a  whole 
arc  estimated  on  a  long-term  basis  of  five  years  at 
a  time,  export  and  import  plans  are  drawn  up  on  a 
similar  basis. 

Character  of  Russian  Trade 

The  existence  of  a  state  monopoly  of  foreign 
trade  enables  the  Soviet  government  not  only  to 
consider  the  purchase  of  goods  in  terms  of  the 
country's  economy  as  a  whole,  but  to  decide  such 
questions  as  whether  certain  products  formerly  im¬ 
ported  can  henceforth  be  produced  at  home,  thus 
releasing  available  l(jreign  exchange  for  the  pur¬ 
chase  of  products  not  previously  imported  or  im¬ 
ported  only  in  limited  quantities.  In  other  words, 
the  program  of  exports  and  imports  is  directly 
geared  into  the  economic  development  of  the  coun¬ 
try  at  a  given  time.  The  foreign  trade  monopoly 
also  makes  it  possible  lor  the  Soviet  government 
to  direct  its  trade  into  those  channels  w'hich  seem 
most  desirable  from  the  point  of  view  of  the 
U.S.S.R.  not  only  economically,  but  also  politically. 
Such  factors  as  political  relations  with  a  given 
country  arc  considered  along  with  the  more  tech¬ 
nical  problems  of  balance  of  trade,  treaty  obliga¬ 
tions,  currency  restrictions,  and  .so  on.*’  For  ex¬ 
ample,  Russia,  although  itself  suffering  from  food 
shortages,  shipped  500,000  tons  of  wheat  to  France 
on  the  eve  of  the  May  igqb  elections.  In  this  respect, 
a  comparison  may  be  found  in  some  recent  aspects 
of  United  States  foreign  economic  policy,  notably 
Washington’s  decision  to  make  loans  or  sell  food 
[)rimarily  to  countries  which  have  shown  them- 
.selves  “friendly”  to  us,  or  have  expressed  “grati¬ 
tude”  for  previous  gifts  or  credits. 

The  Soviet  monopoly  of  foreign  trade  has  been 
criticized  abroad  on  the  ground  that  it  permits  no 
free  play  for  foreign  private  concerns,  that  it  puts 
the  private  enterpri.se  sy.stem  at  a  disadvantage 
when  matched  with  Russia’s  strictly  controlled 
economy,  and  so  on.  The  Russians,  however,  con¬ 
tend  that  their  system  assures  greater  stability  to 
foreign  trade  over  a  period  of  years  than  do  trans¬ 
actions  between  private  concerns,  and  is  thus  an 


6.  Ibid. 
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aid,  not  a  hindrance,  to  private  concerns  abroad. 
This  view  is  shared  in  increasing  measure  by  many 
of  Russia’s  suppliers,  including  Britain  and  other 
Western  industrial  nations  which  have  come  to 
fear  the  instability  of  the  United  States  economy.^ 
The  Russians  also  point  with  pride  to  the  record 
of  the  Soviet  government  in  punctually  meeting  its 
financial  obligations  in  connection  with  trade  trans¬ 
actions.  What  the  future  may  bring  it  is  obviously 

I  difficult  to  predict.  But  in  the  past  many  private 
firms  have  found  it  possible  to  do  business  with  the 
Russian  state  monopoly,  and  Russia’s  methods  of 
sale  and  purchase  have  on  the  whole  conformed 
to  practices  generally  accepted  abroad.  At  a  time 
when  the  rest  of  the  world  was  in  the  throes  of 
the  1929  depression  and  its  aftermath,  Russia  was 
widely  accused  of  various  malpractices,  notably 
“dumping”  and  the  sale  of  goods  produced  by 
“slave  labor.”  It  must  be  recalled,  however,  that 
at  that  time  Russia,  having  just  launched  its  first 
Five-Year  plan,  was  seeking  to  raise  foreign  ex¬ 
change  for  the  purchase  of  urgently  needed  machin¬ 
ery,  tools  and  other  manufactured  g(X)ds  by  the 
sale  of  raw  materials  and  foodstuffs  under  highly 
unfavorable  conditions,  since  prices  of  products  it 

I'  could  export  had  declined  on  world  markets  far 
more  sharply  than  prices  of  products  it  had  to  im¬ 
port.  It  was  therefore  ready  to  sell  at  any  price,  not 
for  political  reasons  as  was  then  suspected,  but  for 
reasons  of  economic  stringency.” 

During  the  period  1921-1927,  when  Russia  was 
recovering  from  the  effects  of  World  War  I  and 
civil  war,  it  paid  for  a  substantial  part  of  its  im- 

I  ports  by  exporting  gold  and  by  accumulating  for¬ 
eign  short-term  indebtedness.  In  those  years  Russia 
received  no  long-term  loans,  and  was  subjected  to 
a  wide  range  of  discriminatory  practices,  such  as 
sales  of  go(jds  by  “blocs”  of  suppliers  who  forced 
up  prices  on  Russian  purchases,  refusal  abroad  to 
accept  commercial  paper  based  on  sales  to  Russia 
or  to  discount  at  accepted  rates,  and  so  on.  The 
bulk  of  Russia’s  imports  consisted  of  raw  materials 
for  the  production  of  consumer  goods,  such  as  cot¬ 
ton,  wool,  hides,  skins  and  leather. 

The  first  Five-Year  plan  was  inaugurated  in 
1928,  just  before  the  world  was  plunged  into  a  great 
depression.  Russia  had  to  continue,  and  expand, 
imports  to  meet  the  needs  of  the  Five-Year  plan — 
for  example,  tractors  and  agricultural  machinery. 
Imports  of  consumer  goods  were  cut  to  the  bone, 
and  imports  of  foodstuffs  were  limited  to  foods  not 
produced  in  the  U.S.S.R.,  mostly  “colonial  wares” 
j  —tea,  coffee,  cocoa,  and  rice.  The  principal  exports 

7-  "Europe  Fears  U.S.  Slump,"  Business  U'eel(,  December 
1946.  p.  1 13. 

8.  Baykov,  cited. 


continued  to  be  grains  (of  which  the  Russian 
people  had  to  deprive  themselves) ,  oil  and  oil  prod¬ 
ucts,  timber  and  timber  products,  furs,  cotton  tex¬ 
tiles,  and  sugar.  The  emphasis  in  imports  was  on 
means  of  production,  for  the  creation  of  domestic 
industries,  rather  than  on  mass  consumption  goods. 

After  1931,  when  some  progress  had  been  made 
toward  development  of  domestic  industry,  efforts 
were  undertaken  to  reduce  imports  of  means  of 
production.  For  example,  with  the  increase  of  do¬ 
mestic  output,  the  import  of  agricultural  machin¬ 
ery,  mostly  tractors,  practically  came  to  an  end 
in  1934.  The  same  was  true  of  motor  vehicles, 
notably  trucks,  and  Russia  even  exported  some 
vehicles  to  Eastern  countries.  By  1937  Russia  was 
increasing  imports  of  consumer  goods  and  raw 
materials  for  industry,  and  decreasing  imports  of 
manufactured  goods.  As  the  country’s  economy 
was  expanded  under  successive  Five-Year  plans,  it 
became  less  and  less  dependent  on  imports  from 
abroad.  Some  observers  believe  that  “the  low  level 
of  the  import  of  mass  consumer  goods  was  dictated 
entirely  by  considerations  of  foreign  exchange,”  and 
that,  had  foreign  exchange  been  available,  the  im¬ 
port  of  consumer  goods  would  have  been  far 
larger.‘^  In  general,  it  can  be  said  that,  for  Russia, 
foreign  trade  constitutes  primarily  a  means  of  ob¬ 
taining  goods  it  cannot  produce  at  home.  It  is  en¬ 
tirely  possible  that,  when  the  country’s  needs  can 
be  filled  from  domestic  resources,  imports  will  be 
drastically  reduced. 

In  spite  of  the  size  of  its  population  and  the 
wealth  of  its  natural  resources,  the  U.S.S.R.  has 
not  hitherto  played  an  important  part  in  world 
trade.  Russia’s  imports  in  1913  accounted  for  3.6 
per  cent  of  world  imports,  and  this  percentage  had 
dropped  to  0.9  per  cent  in  1937;  while  its  exports 
in  1913  accounted  for  4.2  per  cent  of  world  exports, 
and  by  1937  had  dropped  to  1.3  per  cent.  Analyzing 
Soviet  trade  by  countries,  we  find  that  Russia  be¬ 
fore  1939  exported  to  the  industrial  nations  of  the 
West  mostly  agricultural  and  timber  products  and 
industrial  raw  materials,  while  to  the  countries  of 
the  East  it  exported  some  manufactured  goods.  Be¬ 
cause  of  concentration  of  the  nation’s  elTorts  on 
development  of  its  own  as  yet  relatively  backward 
economy,  the  content  of  Russian  exports  is  far  less 
varied  than  that  of  the  advanced  industrial  coun¬ 
tries  of  the  West,  and  does  not  as  yet  differ  mark¬ 
edly  from  the  range  of  products  exported  by  the 
Tsarist  Empire  before  1914.  It  should  be  noted, 
however,  in  view  of  the  post-war  controversy  con¬ 
cerning  Russia’s  bilateral  trade  arrangements,  that 
before  1939  the  foreign  trade  of  the  U.S.S.R.  was 

9.  Ibid. 
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“definitely  multilateral  in  character,  with  a  very 
stable  distribution  of  exports  between  the  major 
countries”  of  the  world,  and  this  was  true  also  of 
imports.*® 

Pre-War  U.S.-Russian  Trade 
In  pre-war  years  exports  from  the  United  States 
to  the  Soviet  Union  consisted  mostly  of  equipment 
and  raw  materials  for  heavy  industry,  transporta¬ 
tion  machinery,  cotton,  small  quantities  of  wheat 
(for  the  Far  Eastern  region  of  the  U.S.S.R.  more 
easily  accessible  by  sea  than  by  overland  transport), 
hides,  and  some  chemicals,  especially  sodium  com¬ 
pounds.  Exports  of  consumer  goods  consisted  of  a 
very  few  articles  of  domestic  use,  which  in  the 
peak  year  of  1938  were  valued  at  $1,000,000.  Amer¬ 
ican  imports  from  the  Soviet  Union  were  for  the 
most  part  furs,  lumber  mill  products,  animal  prod¬ 
ucts  for  further  manufacturing,  raw  materials  for 
textile  and  paper  industries,  and  a  few  industrial 
and  unmanufactured  goods,  notably  manganese 
ore,  anthracite  coal,  and  asbestos.  The  United 
States,  however,  offered  no  market  for  the  prin¬ 
cipal  agricultural  and  raw  material  products  ex¬ 
ported  by  Russia  to  other  countries.  In  the  early 
years  after  1919,  trade  between  the  United  States 
and  Russia  was  hampered  by  non-recognition  of 
the  Soviet  government,  and  the  consequent  reluc¬ 
tance  of  American  concerns,  with  one  notable  ex¬ 
ception,  the  International  General  Electric  Com¬ 
pany,  to  grant  long-term  credits  for  Soviet  pur¬ 
chases  here.  But  even  following  recognition  in  1933, 


which  was  spurred  by  the  hope  of  American  busi¬ 
nessmen  to  find  a  market  in  Russia  for  manufac¬ 
tured  goods  and  did,  in  effect,  stimulate  trade  be¬ 
tween  the  two  countries,  the  total  value  of  Amer¬ 
ican  exports  to  Russia  averaged  $50  million  a  year, 
10.  Ibid. 


while  the  value  of  imports  averaged  about  $25  mil¬ 
lion  a  year. 

As  has  already  been  noted,  with  the  growth  of 
industrial  production  in  Russia,  purchases  of  cer¬ 
tain  products  here  by  the  Russians  were  curtailed, 
or  completely  terminated,  notably  agricultural  ma¬ 
chinery  and  motor  vehicles,  while  purchases  of 
other  equipment,  for  example,  equipment  for  oil  ! 
refineries,  were  increased. 

Trade  During  War  Years 
World  War  II  sharply  altered  both  the  volume 
and  the  content  of  American-Russian  trade.  The 
cash  value  of  United  States  merchandise  exports  to 
Russia  rose  to  $104  million  in  the  peak  year  of 
1941.  From  one-third  to  nearly  one-half  of  this 
country’s  total  exports  to  Russia  during  the  war 
years  consisted  of  military  goods  (including  air¬ 
craft,  tanks,  explosives,  fire  arms,  and  other  strictly 
military  items),  which  were  supplied  under  lend- 
lease.  The  United  States  also  sent,  on  a  lend-lease 
basis,  large  quantities  of  machinery  (including  in¬ 
dustrial  and  electrical  machinery,  and  agricultural 
machinery  and  implements),  raw  materials  needed 
tor  war  production,  as  well  as  wearing  apparel  and 
foodstuffs,  chiefly  for  the  needs  of  the  Russian 
.Vrmy.  Such  consumer  goods  as  were  imported  by 
Russia  during  the  war  years  consisted  principally 
of  g(R)ds  exported  from  the  United  States  in  the 
form  of  relief  and  charity,  especially  in  1943  and 
1944.  From  Russia  the  United  States,  during  the 
war  years,  imported  goods  that  had  not  previously 

figured  on  its  im- 
[X)rt  list,  among 
them  lumber  and 
pulpwood,  mag¬ 
nesite,  lead,  dia¬ 
monds  and  emer¬ 
alds,  platinum 
metals,  crude 
phosphates,  and 
some  other  non- 
metallic  mineral 
products.** 

It  s  h  o  u  1  d  be 
noted  that  Russia’s 
annual  imports  | 
from  the  United  i 
States  before  1939  | 
always  consid-  | 
erably  exceeded  its  exports  to  this  country.  In  spite  1 
of  this  persistently  unfavorable  balance  of  trade,  | 
die  Soviet  government,  holding  a  high  opinion  of  | 

II.  For  detailed  information,  sec  “United  States  Trade  with 
Russia  (U.S.S.R.)  During  the  War  Years,"  International  Refer¬ 
ence  Service  (U.S.  Department  of  Commerce),  II  (41),  Decem¬ 
ber  1945.  See  ibid,  for  tables  above  and  on  p.  271. 
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the  quality  of  American  technical  production,  con¬ 
tinued  to  place  orders  here  for  machinery  and  tools, 
and  during  the  period  1924-1933  the  United  States 
ranked  second  only  to  Germany  as  a  source  of 
Russian  imports.  After  1933  American  exports  to 
Russia  rose  steadily,  while  with  the  approach  of 
war  Russian  imports  from  Germany  declined,  and 
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by  193S  this  country  emerged  as  Russia’s  principal 
source  of  supply,  a  position  it  occupied  throughout 
ilie  war  years. 

During  the  four  war  years,  1941  to  1945,  the 
United  States  furnished  to  Russia  $11,141,000,000  in 
iend-lease,  or  approximately  one-fourth  of  the  $45 
billion  total  of  lend-lease  shipments  (Britain  being 
the  principal  recipient,  with  about  $30 
billion).  Russia’s  reverse  lend-lease 

contributions  for  the  same  period  to¬ 
taled  $2,2i3:,ooo.  As  in  the  case  of  most 
other  lend-lease  recipients,  Russia  re¬ 
ceived  a  credit  enabling  it  to  purchase 
stocks  ordered  but  not  delivered  by  the 
time  the  United  States  terminated 

lend-lease  in  September  1945.  This 
credit  amounted  to  between  $300  mil¬ 
lion  and  $400  million.  The  United 
States  is  at  present  trying  to  obtain 
from  Russia  settlement  of  a  percentage 
i  of  the  cost  of  lend-lease  articles  having 
^  a  peacetime  use  —  so  far  without 

-  success. 
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Wartime  Destruction  in  Russia 
People  in  this  country,  where  the 
war  resulted  not  in  wholesale  destruc¬ 
tion  of  industry  and  agriculture,  as  it 
did  in  Russia,  but  on  the  contrary  in 
large-scale  expansion  of  all  production 
facilities,  find  it  difficult  to  imagine 
the  damage  inflicted  on  the  Russian 
economy  by  the  war,  which  cut  short 
the  progress  that  had  been  laboriously 
achieved  since  1928  under  the  first 
three  Five-Year  plans  at  a  high  cost 
in  human  sacrifice.  The  Nazis,  who 
were  determined  to  deprive  the  Soviet 
Union  of  its  newly  created  industries 
and  to  limit  it  to  the  production  of 
raw  materials  and  foodstuffs  for  the 
vast  industrial  empire  they  intended 
to  build  on  the  European  continent, 
systematically  destroyed  industrial 
plants  and  disorganized  collective 
farms  in  the  occupied  areas.  They 
flooded  mines,  gutted  oil  refineries, 
stripped  factories  and  laboratories  of 
machinery  and  tools,  leveled  homes  to 
the  ground,  and  destroyed  means  of 
transportation.  A  few  figures  illustrate 
the  scale  of  the  disaster  suffered  by 
the  Russian  economy.  The  War  Dam¬ 
age  Q)mmission  of  the  U.S.S.R. 
estimates  that  65,000  kilometres  of 
permanent  way,  4,100  stations,  and 
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15,000  bridges  were  destroyed;  15,800  locomotives 
and  428,000  cars  broken  up,  damaged  or  removed; 
1,400  seagoing  vessels  and  4,280  river  craft  sunk  or 
damaged.  In  the  field  of  housing,  the  Soviet  authori¬ 
ties  are  confronted  with  the  destruction  of  6  million 
buildings,  with  the  number  of  homeless  persons 
estimated  at  25  million.  The  output  of  oil  in  the 
Baku  region  has  dropped  to  about  half  of  its  pre¬ 
war  volume.  The  rehabilitation  of  the  Donetz  coal 
basin  is  not  expected  to  be  completed  until  1949.*^ 

The  government  of  the  U.S.S.R.  is  thus  con¬ 
fronted  with  the  gigantic  task,  at  one  and  the  same 
time,  of  effecting  the  reconstruction  of  the  devas¬ 
tated  areas  and  of  resuming  the  process  on  which 
it  had  been  engaged  before  1941  of  developing 
heavy  industry,  increasing  the  production  of  con¬ 
sumer  goods,  and  expanding  the  output  of  collec¬ 
tivized  agriculture.  This  two-fold  program — short¬ 
term  reconstruction  and  long-term  advancement — 
must  be  undertaken  at  a  time  of  inevitable  post-war 
letdown.  The  Russian  people,  who  for  a  quarter  of 
a  century  had  literally  contributed  “blood,  sweat 
and  tears”  to  the  development  of  their  country’s 
resources,  always  hoping  that  at  the  end  of  the 
series  of  Five-Year  plans  they  would  be  able  to 
enjoy  not  luxuries,  but  the  bare  necessities  of  life, 
are  now  faced  with  the  grim  prospect  of  greater 
and  still  greater  sacrifices  and  further  postpone¬ 
ment  of  their  need  for  consumer  goods.  The  di¬ 
mensions  of  the  tasks  of  reconstruction  and  eco¬ 
nomic  progress  envisaged  by  the  Soviet  govern¬ 
ment  can  be  judged  from  the  blueprint  outlined 
in  the  fourth  Five-Year  plan.’^  The  emphasis  of 
this  plan  on  heavy  industry,  notably  engineering 
enterprises,  leaves  little  scope  for  the  development 
of  light  industries,  needed  to  fulfill  the  plan’s  goal 
“to  secure  an  abundance  of  the  principal  items  of 
consumer  goods  in  the  country.”  While  the  plan 
makes  no  reference  to  foreign  trade,  Russia’s  cur¬ 
rent  foreign  economic  arrangements  indicate  that 
it  may  plan  to  fill  at  least  some  of  its  requirements 
for  consumer  goods  through  the  light  industries 
of  neighboring  countries,  concentrating  its  own 
efforts  on  the  building  of  heavy  industries. 

RUSSIAN  FOREIGN  TRADE  METHODS 

The  Soviet  government  has  used  several  methods 
to  recoup  the  losses  inflicted  on  its  economy  by  the 
Axis  countries,  and  to  supply  the  Russian  people 
with  urgently  needed  consumer  goods.  Among 
these  methods  have  been  the  collection  of  repara¬ 
tions  in  kind  from  former  enemy  nations,  both 
out  of  existing  assets  and  current  production; 

12.  “Russia’s  Industrial  Outlook,”  The  Economist  (London), 
July  6,  1946,  p.  6. 

13.  See  p.  279. 
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requisitions  of  food  and  other  products  for  the 
maintenance  of  armies  of  occupation,  which  at  one 
time  were  estimated  to  total  two  million  men- 
short-term  bilateral  arrangements  with  neighbor¬ 
ing  countries,  both  friends  and  former  foes,  for  the 
barter  exchange  of  goods;  arrangements  for  “eco¬ 
nomic  collaboration”  with  Hungary  and  Rumania; 
and  long-term  agreements  for  the  purchase  of 
goods  on  credit,  notably  with  Sweden. 

Reparations  From  Axis  Countries 

The  Potsdam  declaration  of  July  1945  gave  Rus¬ 
sia  the  right  to  remove  capital  goods  and  equip¬ 
ment  from  its  zone  of  Germany  as  reparations, 
and  to  acquire  shares  in  German  enterprises;  to  re¬ 
ceive  25  per  cent  of  industrial  capital  eejuipment 
from  the  British  and  American  zones,  10  per  cent 
without  payment  or  exchange  of  any  kind  in  re¬ 
turn,  and  15  per  cent  in  exchange  for  foodstuffs 
and  certain  raw  materials  from  the  Russian  zone; 
and  to  acquire  “German  external  assets”  in  Austria 
and  the  Axis  satellites.  Since  the  phrase  “German 
external  assets”  has  never  been  defined,  the  Rus¬ 
sians  have  in  a  number  of  instances  seized  prop¬ 
erty  once  belonging  to  the  citizens  of  Austria  and 
the  Axis  satellites  which  was  previously  confis¬ 
cated  by  the  Germans  during  the  Nazi  occupation. 
No  provision  was  made  at  Potsdam  for  joint  Al¬ 
lied  accounting  or  control  of  reparations.  Nor  had 
any  agreement  been  reached  by  the  Allies  concern¬ 
ing  the  amount  of  reparations  to  be  paid  by  Japan 
at  the  time  that  Russia  removed  industrial  equip¬ 
ment  from  Manchuria — for  reasons  of  security  ra¬ 
ther  than  for  ectmomic  considerations.  A  difficult 
controversy  also  arose  between  Russia  and  the  West¬ 
ern  powers  when  the  Soviet  government  claimed 
certain  Axis  assets  as  “war  booty” — a  claim  not  rec¬ 
ognized  by  the  United  States  and  Britain. 

While  the  Western  powers  have  become  increas¬ 
ingly  concerned  with  the  disruption  that  the  re¬ 
moval  of  reparations  in  kind  may  inflict  on  the 
economy  of  Germany,  Austria,  and  the  Axis  satel¬ 
lites,  notably  Hungary,  Russia  has  taken  the  point 
of  view  that  reparations  serve  a  valuable  two-fold 
purpose.  First,  they  contend,  reparations  are  needed 
to  repair  the  economic  losses  suffered  by  the  United 
Nations,  e.specially  Russia,  as  a  result  of  devastation 
and  removal  of  Russian  property  by  Germany  and 
the  Axis  satellites.  Second,  reparations  perform  the 
important  task  of  reducing  the  industrial  war 
potential  of  the  defeated  countries,  particularly 
Germany. 

14.  I.  Faingar,  “E^konomicheskoe  Razf)ruzhcnie  Germanii  i 
Reparatsionnyi  Vopros”  (The  Economic  Disarmament  of  Ger¬ 
many  and  the  Reparations  Question),  Mirovoye  Khozyastvo  i 
Mirovaya  Politi/(a  (World  Economy  and  World  Politics),  July- 
August  1946,  p.  12. 
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!  While  it  is  known  that  Russia  removed  large 
quantities  of  machinery,  tools  and  other  eejuip- 
1  ment  from  its  zones  in  CJermany  and  Austria,  in 
some  instances  taking  along  technicians  and  skilled 
!  workers  connected  with  German  enterprises,  exact 
I  information  as  to  the  categories  of  goods  and  their 
=  estimated  value  is  not  available.  In  the  case  of 
reparations  claimed  and  so  far  collected  by  Russia 
from  the  Axis  satellites — Hungary,  Rumania  and 
Finland — the  following  information  is  regarded  as 
I  substantially  accurate. 

j  Under  the  armistice  with  Hungary  that  country  was 
1  to  pay  Russia  $200,000,000  originally  over  a  period  of 
j  six  years,  at  $33,500,000  a  year.  When  the  full  amount 
!  was  not  paid  during  the  first  year,  January  1945  to 
;  January  1946,  Russia  extended  the  period  of  payment 
to  eight  years,  with  $21,800,000  due  the  second  year, 
and  increased  annually  on  a  graduated  scale  until 
§30,000,000  would  be  due  in  the  final  years  of  the 
!  arrangement.  By  the  end  of  July  1946  Hungary  had 
paid  a  total  of  $20,000,000,  mostly  in  industrial  goods, 
in  a  note  of  July  23,  1946  the  United  States  called  the 
I  attention  of  the  Soviet  Union  to  “the  grave  economic 
plight  of  Hungary”  due  to  “the  over-burdening  of  that 
country  with  reparations,  reejuisitions,  and  the  costs 
of  maintaining  large  occupation  forces.”  It  requested 
the  Soviet  government  to  instruct  its  representatives  in 
Hungary  to  concert  at  an  early  date  with  the  United 
States  and  British  representatives  there  “in  devising  a 
program  which  would  bring  to  an  end  the  process  of 
disintegration  in  Hungary  and  at  the  same  time  pro¬ 
vide  a  framework  within  which  the  rehabilitation  of 

I  the  country  and  its  reintegration  with  the  general 
European  economy  might  be  accomplished. In  re¬ 
cent  months  Hungary,  a  predominantly  agrarian  coun¬ 
try  which  had  developed  a  number  of  industrial  enter¬ 
prises  during  the  war  and  whose  economy  had  been 
disorganized  as  a  result  of  Russian  levies,  appears  to 
be  showing  signs  of  recovery.  The  Russians  have  re¬ 
duced  the  requisitions  they  had  levied  on  Hungary  for 
maintenance  of  occupation  forces  at  one  time  esti- 
I  mated  at  500,000,  apparently  because  of  reduction 
in  their  numbers. 

The  armistice  with  Rumania  obligated  that  country 
to  pay  $300,000,000  to  Russia  over  a  period  of  six 
years,  the  reparations  year  running  from  September  to 
September.  Rumania,  whose  economy  was  only  slight¬ 
ly  affected  by  the  war,  is  reported  to  have  fulfilled  its 
,  obligations  so  far.  The  reparations,  originally  to  have 
been  paid  in  foodstuffs,  were  modified  so  that  pay¬ 
ment  could  be  made  almost  entirely  in  jKtroleum. 
Rumanian  oil  owned  by  American  and  British  con¬ 
cerns  has  lx;cn  used  to  pay  reparations  to  Russia,  and 
negotiations  are  under  way  for  Rumanian  compensa¬ 
tion  to  Western  owners  of  this  oil  at  a  “fair  price.” 
Rumania  also  pays  a  sum  for  restitution  of  goods 
moved  by  that  country  from  Russia  during  the  war. 

15-  “U.S.  Ra]ucsts  Action  to  I  l-ilt  Ilun^nrinn  I-A'onomic  Dis- 

intcfiMtion,"  Tlic  Department  of  State  Bulletin,  Aujtust  4,  1946, 
p.  229  IT. 


Payments  on  this  account  amounted  to  $175,000,000 
by  1946,  and  may  come  to  another  $200,000,000  before 
they  are  completed.  The  Russian  requisition  of  Ru¬ 
manian  goods  for  maintenance  of  its  army  of  occupa¬ 
tion  has  so  far  amounted  to  $425,000,000. 

I'he  armistice  with  Finland  obligated  that  country 
to  pay  $300,000,000  to  Russia  over  a  period  of  six 
years,  subsequently  prolonged  to  eight  years.  To  date, 
Finland  has  been  fulfilling  its  reparations  obligations 
punctually,  and  Russia  has  assessed  little  against  the 
Finns  in  terms  of  restitution  and  requisition. 

Russia  has  claimed  no  reparations  from  Bulgaria, 
and  has  sought  to  defend  that  country  against  repara¬ 
tions  claims  by  other  United  Nations  on  the  ground 
that  the  Bulgarian  people  voluntarily  overthrew  the 
government  which  had  brought  it  into  the  war  on  the 
Axis  side.  Russia  has  also  demanded  no  restitution 
from  Bulgaria,  although  it  has  requisitioned  some 
goods  for  the  maintenance  of  occupation  forces.  Dur¬ 
ing  the  meeting  of  the  Council  of  Foreign  Ministers 
in  New  York  Russia  agreed  to  the  demand  of  the 
Western  powers  that  Bulgaria  should  pay  $25,000,000 
to  Yugoslavia  and  $45,000,000  to  Greece. 

Russia  has  shown  increasing  interest  in  obtain¬ 
ing,  as  reparations,  not  only  goods  already  avail¬ 
able  in  Axis  countries  at  the  end  of  the  war,  but 
goods  out  of  current  production  specially  designed 
to  meet  its  needs,  and  in  some  cases  has  been  ready 
to  furnish  raw  materials  for  the  output  of  such 
goods.  For  example,  under  the  Italian  peace  treaty, 
Russia  is  to  receive  $100,000,000  from  Italy,  chiefly 
in  the  form  of  goods  out  of  current  production, 
and  is  to  provide  Italy  with  some  of  the  raw  ma¬ 
terials  required  for  that  purpose.  The  Soviet  gov¬ 
ernment  is  also  reported  to  be  willing  to  acquiesce 
in  American  and  British  proposals  for  the  eco¬ 
nomic  unification  of  Germany,  on  condition  that 
Russia  obtains  reparations  out  of  the  current  in¬ 
dustrial  production  of  the  western  zones  which 
include  the  Ruhr  valley  and  contain  the  bulk  of 
German  heavy  industry,  notably  iron  and  steel,  in 
contrast  to  the  Russian  zone,  which  produces  chiefly 
fof)dstufTs  and  consumer  goods. 

Russia’s  Trade  Ac;reements  With 
Neighboring  Countries 

Another  method  used  by  Russia  to  obtain  goods 
it  urgently  needs  is  that  of  bilateral  barter  trade 
agreements.  Since  the  end  of  the  war  Russia  has 
concluded  such  agreements  with  eight  neighboring 
countries  of  Northern  and  Eastern  Europe — Fin¬ 
land,  Poland,  O.echoslovakia,  Hungary,  Rumania, 
Bulgaria  and  \'ugoslavia.  With  slight  variations, 
these  list  the  goods  to  be  exchanged  between  the 
two  signatories,  and  set  prices  for  those  goods, 
usually  in  terms  of  U.S.  dollars  or  Swiss  francs, 
never  in  terms  of  the  Russian  ruble  which  is  not 
quoted  on  foreign  exchanges.  These  agreements  do 
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not  dilJer  materially  from  ordinary  European  bi¬ 
lateral  agreements,  whose  number  had  grown  in 
the  pre-war  years,  except  for  the  important  fact  that 
they  set  the  prices  of  goods  to  be  exchanged.  All 
agreements  are  short-term,  running  in  most  in¬ 
stances  for  one  year,  never  more  than  eighteen 
months.  All  provide  for  clearing  arrangements, 
with  the  clearing  balance  to  be  kept  in  books  by 
both  parties. 

Russia’s  bilateral  trade  agreements  with  its  neigh¬ 
bors  have  been  criticized  by  the  United  States  on 
the  ground  that  they  are  exclusive  in  character, 
violate  Article  VII  of  the  master  lend-lease  agree¬ 
ment,*^  and  constitute  an  obstacle  to  the  develop¬ 
ment  of  freer  multilateral  trade,  sponsored  by  the 
Washington  administration.  An  examination  of  the 
actual  terms  of  the  treaties,  however,  does  not  in¬ 
dicate  exclusive  domination  by  Russia  of  the  econ¬ 
omies  of  the  countries  affected.  For  the  duration  of 
the  trade  agreements,  these  countries  are  expected 
to  make  deliveries  of  specified  raw  materials  and 
manufactured  goods  to  Russia,  which  are  thus 
diverted  from  other  markets,  as  well  as  from  native 
consumers.  In  return,  Russia  supplies  primarily 
some  items  of  food  and  raw  materials,  but  none  of 
the  manufactured  goods  required  by  the  countries 
of  Northern  and  Eastern  Europe  which,  so  far  as 
can  be  determined,  are  free  to  negotiate  for  the 
purchase  of  such  goods  in  Western  countries  and, 
in  some  cases,  have  already  done  so.  It  is  true  that 
the  barter  trade  agreements  may  temporarily  con¬ 
stitute  a  limitation  on  the  economic  relations  of 

1 6.  Report  to  the  78th  Congress  on  Lend-Lease  Operations, 
submitt^  by  Edward  R.  Stcttinius,  Jr.  (Washington,  January  25, 
1943),  Article  VII,  p.  72. 

“In  the  hnal  determination  of  the  benefits  to  be  provided  to 
the  United  States  of  America  by  the  Government  of  the  Union 
of  Soviet  Socialist  Republics  in  return  for  aid  furnished  under 
the  Act  of  Congress  of  March  it,  1941,  the  terms  and  condi¬ 
tions  thereof  shall  be  such  as  not  to  burden  commerce  between 
the  two  countries,  but  to  promote  mutually  advantageous  eco¬ 
nomic  relations  between  them  and  the  betterment  of  worldwide 
economic  relations.  To  that  end,  they  shall  include  provision 
for  agreed  action  by  the  United  States  of  America  and  the 
Union  of  Soviet  Socialist  Republics,  open  to  participation  by  all 
other  countries  of  like  mind,  directed  to  the  expansion,  by  ap¬ 
propriate  international  and  domestic  measures,  of  production, 
employment,  and  the  exchange  and  consumption  of  goods, 
which  are  the  material  foundations  of  the  liberty  and  welfare 
of  all  peoples;  to  the  elimination  of  all  forms  of  discriminatory 
treatment  in  international  commerce,  and  to  the  reduction  of 
tariffs  and  other  trade  barriers;  and,  in  general,  to  the  attainment 
of  all  the  economic  objectives  set  forth  in  the  Joint  Declaration 
made  on  August  14,  1941,  by  the  President  of  the  United 
States  of  America  and  the  Prime  Minister  of  the  United  King¬ 
dom,  the  basic  principles  of  which  were  adhered  to  by  the 
Government  of  the  Union  of  Soviet  Socialist  Republics  on  Sep¬ 
tember  24,  1941. 

At  an  early  convenient  date,  conversations  shall  be  begun 
between  the  two  Governments  with  a  view  to  determining,  in 
the  light  of  governing  economic  conditions,  the  best  means  of 
attaining  the  above-stated  objectives  by  their  own  agreed  action 
and  of  seeking  the  agreed  action  of  other  like-minded  Gov¬ 
ernments.” 


Russia’s  neighbors  with  other  nations  because  of 
the  current  scarcity  of  the  products  they  have  for 
export,  and  which  may  have  to  be  reserved,  for  the 
present,  to  fill  Russia’s  requirements.  Russia,  how¬ 
ever,  has  proved  ready  to  make  repeated  adjust¬ 
ments  in  trade  agreements  when  this  appears  to  be 
necessary.  For  instance,  the  Russo-Finnish  agree¬ 
ment  has  been  modified  several  times  during  the 
[last  year. 

While  the  texts  of  Russia’s  trade  agreements  with 
countries  of  Northern  and  Eastern  Europe  have  not 
been  published,  the  following  information  concern¬ 
ing  their  principal  terms  has  been  collated  from 
various  authoritative  sources: 

Poland.  Russia  has  a  trade  agreement  with  Poland 
providing  for  the  exchange  of  $96,000,000  worth  of 
goods  each  way.  Poland  is  to  deliver  coal,  steel,  zinc, 
and  other  raw  materials  and  manufactured  goods, 
while  Russia  is  to  deliver  cotton  and  certain  other  raw 
materials.  The  two  countries  also  have  a  commercial 
treaty  providing  for  the  development  and  strengthen¬ 
ing  of  economic  relations,  including  most-favored- 
nation  treatment. 

Hungary.  The  Russo-Hungarian  trade  agreement 
provides  for  an  exchange  of  $30,000,000  worth  of 
goods  each  way.  To  date,  Russia  has  delivered  $7,000,- 
000  worth  of  raw  materials  to  Hungary,  and  the  latter 
has  delivered  some  cement  to  Russia. 

Bulgaria.  The  Russo-Bulgarian  trade  agreement  pro¬ 
vides  for  an  exchange  of  $36,000,000  worth  of  goods 
each  way.  Under  a  supplementary  trade  agreement 
Russia  is  to  deliver  a  large  ejuantity  of  wheat  to  Bul¬ 
garia. 

Rumania.  The  Russo-Rumanian  trade  agreement 
provides  for  an  exchange  of  $20,000,000  worth  of 
goods  each  way.  During  the  first  year  of  operation,  it 
is  reported  that  Rumania  received  $13,200,000  worth, 
and  sent  to  Russia  $7,500,000  worth  of  goods. 

Yugoslavia.  The  Russo-Yugoslav  trade  agreement 
provides  for  mutual  exchange  of  goods,  hut  the  value 
of  the  e.xchange  is  not  known. 

Czechosloval{ia.  The  Russo-Czechoslovak  trade 
agreement  provides,  not  for  a  list  of  goods  to  be  ex¬ 
changed,  as  in  the  other  agreements,  but  for  the  pro¬ 
cedure  under  which  the  Russians  and  Czechs  will 
make  trade  contracts.  It  also  differs  from  other  trade 
agreements  by  fixing  the  values  in  terms  of  the  Czech 
crown.  Russia  sends  Czechoslovakia  raw  cotton,  flax, 
pyrites,  manganese,  iron  ore,  nickel,  zinc,  petroleum 
products,  asbestos,  rubber  and  chemicals.  (Czechoslo¬ 
vakia  sends  Russia  rolling  mill  products,  textiles  and 
boots. 

Finland.  The  Russo-Finnish  trade  agreement  of 
1945  provided  for  delivery  of  Russian  grain  to  Finland 
in  exchange  for  Finnish  nickel,  cobalt  and  sulphur  ore, 
and  repairs  of  Russian  ships  in  Finland’s  shipyards. 
An  agreement  signed  on  April  20,  1946  provided  for 
the  exchange  of  goods  between  Russia  and  Finland 
during  the  latter  half  of  the  year  to  a  global  amount 
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of  ■  of  $32,000,000,  with  possible  additional  trade  provided 
3r  ®  for.  Russia  agreed  to  deliver  to  Finland  60,000  metric 
le  tons  of  rye,  40,000  metric  tons  of  wheat,  considerable 
quantities  of  fertilizers  and  various  amounts  of  sugar, 
coal,  and  raw  materials.  Finland  was  to  supply  to 
Russia  6,500  prefabricated  houses,  as  well  as  barracks, 
lumber,  chemical  pulp,  paper,  paper  products,  and 
■■  metals.  In  addition,  private  Finnish  firms  were  author- 
ized  to  make  sales  contracts  directly  with  Soviet  for¬ 
eign  trade  organizations,  to  a  total  amount  not  ex- 
h  ceeding  $1,500,000  in  both  directions,  subject  to  export 
It  and  import  regulations  in  both  countries. 

Norway.  The  Russo-Norwegian  trade  treaty  of  1947 
^  provides  that  Norway  and  Russia  will  exchange  an¬ 
nually  $8,000,000  to  $12,000,000  worth  of  goods.  The 
j  treaty  runs  for  two  years  and  is  renewable  indefinitely, 
f  Norway  undertakes  to  deliver  to  Russia  this  year 
10,000  tons  of  whale  fats  and  20,000  tons  of  fish,  as 
well  as  other  products.  Russia,  in  turn,  undertakes  to 
!  deliver  to  Norway  in  the  same  period  260,000  tons  of 

1  coal  and  coke,  40,000  tons  of  grain,  110,000  tons  of 

minerals,  and  other  items,  among  them  lumber,  chem- 
.  *  ical  products,  precious  metals  and  fruits.  Private  Nor- 

!  wegian  concerns  are  permitted  to  conclude  cash  deals 
t  i  with  the  Soviet  Ministry  of  Foreign  Trade  apart  from 
F  the  treaty  terms. 

Economic  Collaboration  Arrangements 

I  In  addition  to  these  trade  agreements,  Russia  has 

I  made  arrangements  with  Hungary  and  Rumania 
for  a  controlling  share  of  some  of  these  two  coun¬ 
tries’  principal  industrial  and  shipping  enterprises 
by  seizing,  as  German  external  assets  under  the 
Potsdam  declaration,  shares  in  these  concerns  pre- 
i  viously  confiscated  by  the  German  state  or  by  Ger- 
j  man  individuals.  Under  the  economic  collabora¬ 
tion  agreement  with  Hungary,  joint  Russo-Hun- 
j  garian  organizations  are  set  up,  through  which  the 
Soviet  government  acquires  a  50  per  cent  interest 
i  and  control  of  bauxite  production,  oil  and  petro- 
I  leum  refining,  coal  production,  power  plants,  elec¬ 
trical  and  agricultural  machinery  enterprises,  the 
I  chemical  industry,  air  and  motor  transport  devel¬ 
opment,  agricultural  research,  and  a  bank  to  fi- 
1  nance  these  enterprises.  To  give  a  specific  example 
I  of  how  such  an  arrangement  works,  Russia  and 
I  Hungary  have  established  a  joint  stock  company 
I  for  oil  and  petroleum  production  called  Sovmag- 

I  najta.  The  assets  Russia  placed  in  this  company 

I  included  the  German  oil  concession  Manat,  seized 
I  by  the  Russians  as  a  German  asset,  and  some  other 
German  holdings;  while  Hungary  contributed  to 
!  the  joint  enterprise  the  petroleum  installations  of 
I  Malj;  the  refinery  of  Szouy,  which  has  a  capacity 
of  250,000  tons;  and  the  royalty  of  15  per  cent  of 
the  crude  output  of  American  wells  owned  by 
Maori,  a  Hungarian-American  company  connected 

i 


with  Standard  Oil  of  New  Jersey.  Sovmagnafta  is 
composed  of  three  companies  for  marketing  and 
transporting  oil,  and  is  exempted  by  Hungary 
from  all  import  and  export  duties. 

A  similar  economic  collaboration  arrangement 
has  been  concluded  by  Russia  with  Rumania,  pro¬ 
viding  for  “the  participation  of  Soviet  capital  and 
technical  assistance  in  the  intensification  of  Ru¬ 
manian  economic  activity.”  Russo-Rumanian  com¬ 
panies,  also  organized  on  a  50-50  basis,  are  to  con¬ 
trol  the  following  economic  enterprises:  petroleum 
production,  navigation,  shipbuilding,  hydroelectric 
production  and  development,  air  transport  and 
civil  aviation,  timber,  glass,  mining,  and  metal¬ 
lurgy.  While  Rumanian  oil  fields  owned  by  Ameri¬ 
can  concerns  are  not  directly  affected  by  the  Russo- 
Rumanian  collaboration  arrangement,  oil  from 
these  fields  is  bought  by  Rumania  for  delivery  to 
Russia  as  reparations.  The  United  States  and  Ru¬ 
mania  have  so  far  failed  to  agree  about  the  price 
to  be  paid  by  the  Rumanian  government  for  this 
oil. 

From  the  point  of  view  of  the  United  States, 
this  series  of  agreements  constitutes  unwarranted 
penetration  by  Russia  into  the  economies  of  neigh¬ 
boring  countries,  to  the  detriment  of  other  nations 
which  either  had  trade  and  financial  interests  in 
this  area  before  1939,  or  hoped  to  develop  such  in¬ 
terests  after  the  war.  From  the  point  of  view  of 
Moscow,  these  arrangements  represent  an  attempt 
to  obtain  access  to  foodstuffs,  raw  materials,  manu¬ 
factured  goods  and  transportation  facilities  which 
Russia  either  lacks  altogether  or  does  not  possess 
in  sufficient  quantities  for  the  fulfillment  of  its  eco¬ 
nomic  program  and  the  satisfaction  of  the  grow¬ 
ing  needs  of  its  population.  Unlike  the  United 
States  and  Britain,  Russia  has  no  capital  for  invest¬ 
ment  in  the  enterprises  of  relatively  undeveloped 
countries,  and  has  resorted  to  the  device  of  using 
German  assets  seized  as  reparations  in  lieu  of 
capital.  The  50-50  arrangements,  as  seen  from  Mos¬ 
cow,  do  not  differ  materially  from  joint-stock  com¬ 
panies  previously  formed  by  citizens  of  Western 
countries  for  the  development  of  resources  in  na¬ 
tions  regarded  as  backward  —  for  example,  the 
Anglo-Iranian  Oil  Company,  in  which  British  in¬ 
terests  have  a  controlling  share  of  51  per  cent  and 
a  part  of  whose  output,  beginning  in  1947,  will  be 
assigned  to  Standard  Oil  of  New  Jersey  and  Socony- 
Vacuum.  To  Westerners  the  fundamental  differ¬ 
ence  is  that  the  controlling  share  in  a  wide  range 
of  enterprises  in  Eastern  Europe  and  the  Balkans 
is  now  held  not  by  private  Russian  investors,  but 
by  the  Soviet  state,  with  its  control  of  Russia’s  econ¬ 
omy  and  its  monopoly  of  foreign  trade. 
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Russo-Swedish  Trade  Agreement 

Russia,  however,  is  ready  to  make  financially 
orthodox  arrangements  for  foreign  trade  whenever 
credits  for  this  purpose  are  made  available  by  other 
countries,  as  indicated  by  the  Russo-Swedish  trade 
agreement.  This  agreement,  signed  by  Russia  and 
Sweden  in  Moscow  on  October  7,  1946  and  ap¬ 
proved  by  the  Swedish  Riksdag  on  November  13, 
consists  of  two  treaties — one  concerning  credits  to 
be  extended  by  Sweden  to  Russia,  and  the  other 
listing  goods  to  be  exchanged  by  the  two  countries. 
The  Swedish  government  grants  Russia  a  credit  of 
one  billion  kronor  ($278,500,000)  to  be  used  during 
a  period  of  five  years,  although  some  Swedish  de¬ 
liveries,  because  of  production  difficulties,  will  not 
be  made  until  the  sixth  year.  In  principle,  a  credit 
of  200  million  kronor  is  to  be  advanced  annually, 
but  transfers  from  one  year  to  the  following  may 
take  place,  with  the  understanding  that  the  credit 
is  not  to  exceed  300  million  kronor  in  any  one 
year.*^  Total  Swedish  deliveries  of  goods  on  credit 
during  the  next  five  or  six  years  will  amount  to 
about  850  million  kronor.  The  remaining  150  mil¬ 
lion  will  be  used  to  pay  for  freight  and  other 
charges.  During  the  first  year,  primarily  due  to  the 
instability  of  Swedish  industry  to  assure  immediate 
fulfillment  of  Russia’s  requirements,  deliveries  will 
be  relatively  small,  and  it  is  estimated  that  in  1947 
Sweden’s  total  shipments  of  industrial  products  to 
Russia  will  not  amount  to  more  than  45  million 
kronor — compared  with  Sweden’s  1937  exports  to 
Britain  valued  at  452  million  kronor,  to  Germany 
valued  at  314  million,  and  to  the  United  States 
valued  at  220  million.  Russia  is  to  repay  the  Swed¬ 
ish  credits  within  fifteen  years  at  an  annual  rate  of 
3  per  cent.  During  the  first  three  years,  however, 
no  interest  will  be  charged,  and  due  to  this  and 
certain  other  stipulations,  the  actual  rate  will  be 
only  2^  per  cent. 

The  list  of  goods  to  be  exchanged  by  the  two 
countries  offers  an  interesting  forecast  of  Russia’s 
export  and  import  plans  for  the  duration  of  the 
fourth  Five-Year  plan.  Swedish  deliveries  on  credit 
will  include  equipment  for  electric  power  stations, 
steam  power  works,  mechanized  extraction  and 
concentration  of  ores,  mechanization  of  forestry 

17.  As  a  basis  of  comparison  it  should  be  noted  that  for  the 
first  two  post-war  years,  Sweden  granted  Britain  a  currency 
credit  of  about  600  million  kronor.  For  detailed  analysis  of  the 
agreement,  see  “Business  News  Letter  from  Sweden”  (New 
York,  The  American-Swedish  News  Exchange,  Inc.),  Vol.  4,  No. 
12,  October  1946.  See  also  Grant  Olson,  "Credits  and  Trade 
Agreements  Between  Sweden  and  the  Soviet  Union,”  Foreign 
Commerce  Weekly  (Washington,  D.C.),  December  21,  1946, 
p.  9:  and  Post-War  Sweden  Compared  with  Holland  (Rottcr- 
dam-Amsterdam,  Rottcrdamsche  Bank-Vcrcining,  1946),  No.  3, 
p.  23. 


and,  possibly,  of  peat  extraction,  housing  construc¬ 
tion  and  production  of  housing  materials,  steam 
locomotives,  trawlers,  and  other  mechanical  equip¬ 
ment.  Sweden  is  also  to  supply  various  kinds  of 
high  quality  steel  and  steel  products,  drilling  pipes, 
steam  boiler  tubes,  materials  for  the  manufacture 
of  ball  bearings,  ball  and  roller  bearings,  optical 
and  measuring  instruments,  spare  parts  for  turbo¬ 
generators,  and  other  industrial  products,  as  well  as 
products  of  agriculture  and  fisheries — such  as  horses, 
breeding  stock,  herring,  and  so  on.  Russia,  in  return, 
will  send  to  Sweden  various  industrial  and  other  raw 
materials,  such  as  chromium  and  manganese  ore, 
asbestos,  gypsum,  nickel,  silver,  platinum,  mineral 
oils,  cotton  and  (lax,  as  well  as  certain  quantities  of 
pig  iron  and  rolling  mill  products  which  will  be 
used  for  the  manufacture  of  equipment  that  Swe¬ 
den  is  to  deliver  to  Russia  on  credit.  The  Soviet 
Union  is  also  to  supply  Sweden  with  fertilizers, 
such  as  apatite  and  potash,  which  Sweden  previ¬ 
ously  obtained  from  Germany. 

While  Russo-Swedish  negotiations  were  in  pro¬ 
gress,  the  United  States,  in  a  note  addressed  to 
Sweden,  “stated  its  concern  regarding  the  effect 
of  long-term,  bilateral  agreements  of  an  exclusive 
nature  for  the  exchange  of  gooils  on  our  objectives 
for  the  multilateral  expansion  of  trade.”  It  indi¬ 
cated  its  hope  that  Sweden  “will  have  inserted  in 
any  bilateral  agreement  an  appropriate  clause  per¬ 
mitting  modification  to  conform  to  any  general 
agreements  providing  for  trade  expansion  on  a 
multilateral  basis.”  It  also  communicated  to  both 
Sweden  and  Russia  its  desire  to  promote  multi¬ 
lateral  trade  on  a  non-discriminatory  basis  in  ac¬ 
cordance  with  its  “Proposals  for  lixpansion  of 
World  Trade  and  Employment,”  which  were  sub¬ 
sequently  discussed  at  the  London  conference  of 
November  1946  on  the  establishment  of  an  Inter¬ 
national  Trade  Organization.  In  addition,  in  its 
note  to  the  U.S.S.R.,  the  United  States  expressed 
the  hope  that  that  country  would  not  undertake 
commitments  which  would  be  contrary  to  the  prin¬ 
ciples  of  Article  VII  of  the  Mutual  Aid  Agreement 
(lend-lease)  of  June  ii,  1942.  To  this  point  the 
Soviet  government  replied  that  the  character  of 
the  trade  negotiations  with  Sweden  bore  no  rela¬ 
tionship  to  the  principles  of  Article  VII.'” 

In  answer  to  American  comments,  Swedish 
spokesmen  pointed  out  that,  as  a  result  of  the  war, 
Sweden  had  lost  its  principal  market  in  Europe— 
Germany — and  was  merely  .seeking  substitute  out¬ 
lets  for  its  exports  in  the  Ru.ssian  market,  which 
offered  prosjyects  of  stability;  and  that,  at  most, 

18.  “Swcdish-Sovict  Tr.idc  Ni^otiations,”  Tlie  Department 
of  State,  Bulletin,  September  8,  1946,  p.  464. 
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j  Sweden’s  exports  to  Russia  over  the  next  five  years 
'  would  amount  to  only  lo  to  15  per  cent  of  its  total 
I  exports,  a  percentage  that  could  hardly  be  regarded 
j  as  exclusive. 

'  OUTLOOK  FOR  THE  FUTURE 

I  Given  existing  conditions,  both  within  the 
I  U.S.S.R.  and  in  the  rest  of  the  world,  what  conclu- 
i  sions  can  be  drawn  as  to  the  probable  course  of 
I  Russia’s  foreign  economic  relations  with  other 
i  countries  over  the  next  five  or  ten  years?  With  in- 
;  ternational  commerce  in  a  state  of  flux,  and  polit- 
i  ical  readjustments  still  in  the  making  all  over  the 
i  globe,  only  the  most  tentative  conclusions  can  be 
reached,  among  them  the  following: 

1.  Russia  has  suffered  grave  economic  losses  as 
a  result  of  the  war.  At  the  present  time  it  is  con¬ 
fronted  with  serious  shortages  not  only  of  manu¬ 
factured  goods,  foodstufTs,  and  certain  raw  ma¬ 
terials,  hut  also  of  labor.  Lack  of  manpower  is  di¬ 
rectly  responsible  for  accelerated  demobilization, 
which  demonstrates  more  convincingly  than  any 
pleas  for  disarmament  or  professions  of  peace  that 
the  U.S.S.R.  does  not  anticipate  war  in  the  near 
future. 

2.  The  foreign  trade  monopoly  is  an  integral 
feature  of  Soviet  planned  economy.  Other  coun¬ 
tries  which  have  adopted  measures  of  national  eco¬ 
nomic  planning,  for  example  l^ritain,  have  come 
to  recognize  that  domestic  planning  involves  plan¬ 
ning  also  of  foreign  trade  and,  in  fact,  logically  calls 
for  measures  of  international  planning.'*’  While 
there  is  no  doubt  that  Russia’s  economic  pf)licy, 
like  that  of  other  countries,  is  affected  by  political 
considerations,  the  economic  aspects  of  the  foreign 
trade  monopoly  must  not  be  neglected.  As  previ¬ 
ously  noted,  Russia  uses  foreign  trade  to  I'htain 
the  goods  it  lacks  or  cannot  produce  at  a  given 
time.  This  factor,  rather  than  political  considera¬ 
tions,  determines  the  character  of  Russia’s  post-war 
bilateral  barter  trade  agreements. 

3.  The  U.S.S.R.  needs  all  kinds  of  machinerv 
tools  and  equipment  for  various  heavy  and 
light  industries  and  the  transport  system  it  pro¬ 
poses  to  rebuild,  expand,  or  create  anew  under  the 
fourth  Five-Year  plan.  During  the  period  of  recon¬ 
struction  it  will  offer  a  stable  market  for  a  wide 
range  of  manufacture*!  g*)ods  prf)duced  by  the  in- 

Iclustrial  nations.  Once  its  own  industrial  produc¬ 
tion  has  achieved  levels  at  which  domestic  needs 
can  he  adequately  filled,  imports  of  corresponding 

I  products  will  be  curtailed  or  altogether  ahandoneil. 

19.  E.  H.  Carr,  The  Soviet  Impact  on  the  Western  World 
(New  York,  Macmillan,  19^7),  chap.  II. 


It  is  possible  that,  at  such  a  time — still  some  dis¬ 
tance  in  the  future — available  foreign  exchange 
would  be  applied  to  the  purchase  of  growing  quan¬ 
tities  of  consumer  goods,  which  have  hitherto  been 
at  the  bottom  of  the  Soviet  government’s  import 
list. 

4.  In  order  to  purchase  abroad  the  machinery, 
tools  and  equipment  it  needs,  the  U.S.S.R.  must 
obtain  long-term  credits  or  a  loan  from  the  export¬ 
ing  country,  or  else  ways  and  means  must  be  found 
for  expanding  that  country’s  imports  of  Russian 
goods.  Few  nations  today  are  in  the  financial  posi¬ 
tion  to  extend  large-scale  long-term  credits,  or 
grant  a  substantial  loan,  except  the  United  States; 
and  the  United  States  also  happens  to  be  the  coun¬ 
try  where  the  U.S.S.R.,  other  things  being  equal, 
would  prefer  to  purchase  the  industrial  products 
it  needs.  Two  American  officials — Ernest  C.  Ropes, 
chief  of  the  U.S.S.R.  division  of  the  Department 
of  Commerce,  and  Lewis  L.  Lorwin,  staff  econ¬ 
omist  of  the  Department — declared  after  a  visit  to 
Russia  in  the  summer  of  1946  that  “there  is  almost 
no  limit”  to  what  the  Russians  would  purchase  in 
the  United  States  “if  a  credit  of  $1,000,000,000 
which  has  been  discus.sed  were  advanced  by  the 
Export-Import  Bank.”^® 

Among  the  item.s  the  U.S.S.R.  would  like  to  pur- 
cha.se  in  the  United  States,  in  order  of  importance 
to  the  Ru,ssian  economy,  are  railroad  transport 
equipment  (locomotive.s,  cars,  signal  equipment, 
axles,  trucks,  maintenance  equipment);  steel  forg¬ 
ing,  pressing  and  rolling  machinery,  including 
new  machinery  invented  in  the  United  States  that 
would  eliminate  old  machinery  now  in  use;  electric 
furnaces  and  electric  generators;  petroleum  drill¬ 
ing  and  refining  machinery  to  assist  the  expansion 
of  the  Soviet  oil  industry;  coal  and  other  mining 
machinery;  air-conditioning  and  refrigeration  ma¬ 
chinery  to  assist  in  modernizing  Soviet  factories 
and  homes;  machine  tools  of  the  most  intricate  and 
complicated  types  lor  u.se  in  many  kinds  of  indus¬ 
try;  port  and  cargo  handling  machinery;  and  con¬ 
struction  equipment. 

Should  American  opinion,  however,  remain  cool 
to  the  idea  tjf  granting  a  loan  to  Russia,  the  only 
other  way  that  lUissia  could  place  orders  here  on  a 
scale  comparable  even  to  that  of  the  1930’s  would 
be  by  ex|H.:ting  larger  quantities  of  its  goods  to 
the  United  Suite'  This  alternative,  however,  raises 
two  major  dilTicultics.  F'rst,  as  has  already  been 
poiuicd  out,  this  country  docs  not  need  most  of  the 
loodstuffs  and  industrial  raw  materials  which  form 
the  bulk  of  Russia’s  exports  to  other  countries;  and, 
second,  even  such  products  as  Ru.ssia  u.sed  to  sell 

20.  'New  'York,  Times  (dispatch  from  Moscow),  July  21,  1946. 
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to  the  United  States  may  be  in  short  supply  for 
some  time  to  come,  owing  to  the  stepped-up  re¬ 
quirements  of  the  Russian  economy.  A  study  of 
the  list  of  products  newly  imported  from  Russia 
by  the  United  States  during  the  war  years  may 
reveal  fresh  possibilities  of  increasing  Russian  sales 
into  this  country,  but  the  sober  fact  must  be  faced 
that,  under  the  most  favorable  circumstances,  Rus¬ 
sia  imports  more  from  us  than  we  import  from 
Russia,  and  that  a  continuing  unbalance  of  trade 
to  the  disadvantage  of  the  U.S.S.R.  must  be  antici¬ 
pated.  Nor  can  this  unbalance  be  corrected,  as  in 
the  case  of  some  of  Russia’s  other  customers,  by 
Russian  payment  in  gold,  since  the  United  States 
already  has  gold  in  ample  quantity,  and  is  not  in¬ 
terested  in  acquiring  additional  supplies. 

5.  If  Russia  cannot  obtain  a  loan  here,  and  can¬ 
not  substantially  increase  its  exports  to  this  coun¬ 
try,  it  may  be  expected  to  follow  the  policy  briefly 
outlined  in  this  report  of  obtaining  manufactured 
goods  wherever  it  can  by  whatever  methods  seem 
best  adapted  to  the  specific  situation.  Leaving  all 
political  considerations  aside,  it  is  to  Russia’s  ad¬ 
vantage  to  place  orders  for  goods  in  countries 
which  are  willing  to  absorb  its  products  in  return. 
Under  these  circumstances,  barter  trade,  while  re¬ 
pugnant  to  the  .\merlcan  view  of  the  future  course 
of  world  commerce,  offers  the  most  promising  im¬ 
mediate  possibility  for  speeding  up  fulfillment  of 
the  Fourth  Five-Year  plan  without  placing  an  un¬ 
bearable  burden  on  the  Russian  people. 

6.  The  Soviet  concept  of  the  role  of  foreign  trade 
in  a  controlled  economy,  and  the  urgent  need  to 
reconstruct  the  areas  ravaged  by  war,  determine 
Russia’s  attitude  toward  international  finance  and 
international  trade.  Not  only  does  the  Soviet  gov¬ 
ernment  rigidly  control  the  country’s  exports  and 
imports,  but  the  internal  currency,  the  ruble,  not 
quoted  on  foreign  exchanges,  is  operated  by  the 
government  as  a  managed  money  system,  uncon¬ 
nected  with  price  levels  or  monetary  fluctuations 
abroad.^’  Nor  does  the  Russi  m  state  have  any  for¬ 
eign  investments.  Russia  consequently  has  far  less 
interest  in  international  financial  arrangements 
than  the  majority  of  other  countries,  which  must 
adjust  their  economies  in  greater  or  lesser  degree 
to  changes  in  world  economy.  From  the  point  of 
view  of  the  Soviet  government,  the  Rretton  Woods 
institutions — the  International  Monetary  Fund  and 
the  International  Rank  for  Reconstruction  and  De¬ 
velopment — are  of  value  to  Russia  primarily  as 
possible  sources  of  international  credit  for  the  ex¬ 
pansion  of  Russian  purchases  abroad,  not  as  agen¬ 
cies  for  world  financial  stabilization.  The  Soviet 

21.  Charles  Prince,  “The  USSR’s  Role  in  International  Fi¬ 
nance,”  Harvard  Bufiness  Rev'ew,  Autumn  1946,  p.  iii. 


leaders,  moreover,  have  no  intention  of  permitting  f 
these  international  institutions  to  intervene  in  the  > 
internal  economic  arrangements  of  the  U.S.S.R.  | 

“Participation  in  these  establishments,’’  wrote  1 

Joseph  A.  Trakhtenberg,  a  Russian  monetary  ex- 
[lert,  in  a  1944  issue  of  Planned  Economy,  the  offi.  : 
cial  publication  of  the  State  Planning  Commission,  ' 
“would  not  lead  to  any  changes  in  our  monetary 
and  currency  system — our  financial  policy.  Such  ' 
changes  could  be  determined  only  by  our  internally 
regulated  economy  but  cannot  be  the  result  of 
luessures  by  external  factors  nor  the  result  of  inter¬ 
national  financial  establishments.”*^  In  the  opinion 
of  Soviet  spokesmen,  many  of  the  provisions  of  the 
Rretton  Woods  agreement  are  devised  primarily  to 
deal  with  the  peculiar  problems  of  capitalist  econ¬ 
omy,  and  are  inapplicable  to  the  conditions  existing 
in  the  U.S.S.R.  While  Russia  uses  gold  to  balance 
its  international  accounts  when  it  does  nrx  have 
adeejuate  amounts  of  foreign  exchange,  and  is 
therefore  interested  in  stabilization  of  foreign  cur-  j 
rency  in  terms  of  gold,  it  has  been  reluctant  since 
1936  to  publish  statistics  on  its  current  gold  re¬ 
serves  and  actual  or  potential  production  of  gold  1 
bullion.^^  This  reluctance  to  submit  statistical  data 
for  international  scrutiny  is  regarded  by  some  ob¬ 
servers  as  one  of  the  reasons  for  Russia’s  failure  to 
ratify  the  Rretton  Woods  agreements  by  December 
31,  1945,  as  it  would  have  had  to  do  to  become 
a  charter  member  of  the  Fund  and  Rank.** 

Similarly,  Russia  has  displayed  no  interest  in 
American  proposals  for  an  International  Trade 
Organization.  Since  Russia  controls  exports  and 
imports  directly  through  its  foreign  trade  monop¬ 
oly,  it  is  not  concerned,  like  most  other  countries, 
by  such  questions  as  the  raising  or  lowering  of 
tariffs.  The  Charter  of  the  ITO,  adopted  in  Lon¬ 
don  in  November  1946,  attempted  to  meet  the  situa¬ 
tion  created  by  Russia’s  foreign  trade  monopoly  by 
providing  that  state  monopolies  should  guarantee 
to  purchase  an  agreed  quantity  of  goods  each  year 
from  all  the  other  members  of  the  trade  organiza¬ 
tion  put  together. 

7.  Russia,  for  its  part,  also  has  to  face  some  hard 
facts  in  international  economic  affairs.  Among 
them  is  the  fact  that,  at  its  present  stage  of  eco¬ 
nomic  development,  it  is  not  in  a  position  to 
furnish  to  the  countries  whose  products  it  wants 
the  machinery  and  tools  they  were  formerly  able 
to  obtain  from  Germany,  Rritain  and  the  United 
States.  This  means  that,  after  a  given  time,  when 
existing  machinery  and  tools  have  been  worn  out 

22.  Cited  by  Prince,  thid. 

2?.  The  current  annu.1l  prcxluctum  (d  gf)I(l  in  the  U.S.S.R.  is 
estimated  at  over  S300  million. 

24.  Prince,  cited. 
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I  or  have  become  obsolete,  Russia,  if  it  tried  to  bar 
1  neighboring  countries  from  trade  with  the  Western 
I  powers,  would  find  it  had  merely  succeeded  in 
1  killing  the  goose  that  laid  the  golden  egg. 

I  Available  evidence  indicates  that,  while  Russia  is 

I  seeking  to  obtain  an  important  share  of  the  output 
of  neighboring  countries,  it  is  not  preventing  them 
from  establishing  economic  contacts  with  the  rest 
I  of  the  world — provided  these  contacts  do  not  result 
S  in  attempts  to  oust  Russian  economic  interests  and, 

I  with  them,  Russian  political  influence.  Russia’s 
j  foreign  economic  policy  is  often  compared  to  that 
=  of  Nazi  Germany.  However  Germany,  itself  a 
]  highly  industrialized  country,  had  little  to  gain  by 
I  the  industrialization  of  Eastern  Europe  and  the 
;  Balkans.  On  the  contrary,  it  preferred  to  maintain 
the  countries  of  that  area  at  a  level  of  development 
where  they  could  serve  as  sources  of  food  and  raw 
materials  for  the  German  people  and  a  market 
for  German  exports.  Russia,  by  contrast,  stands  to 
gain,  in  the  immediate  future  at  least,  by  the  ex¬ 
pansion  of  industrial  production  in  neighboring 
countries,  since  it  can  absorb,  on  a  barter  basis, 
practically  all  they  can  produce.  Poland,  Czecho¬ 
slovakia,  Finland  and  Hungary,  to  name  only  a 
few  examples,  have  all  sought  to  obtain  credits  in 
the  United  States  for  the  purchase  of  industrial 
equipment  and  other  manufactured  goods,  and 
have  displayed  an  active  interest  in  renewing  their 
pre-war  ties  with  Western  countries. 

American  and  British  businessmen,  however,  are 
not  interested  in  developing  a  substantial  volume 
I  of  trade  and  investment  with  the  countric.,  )f  East- 
j  ern  Europe  and  the  Balkans  until  they  are  con- 
1  vinced  that  they  will  receive  better  treatment  than 

I  has  hitherto  been  accorded,  to  cite  one  instance,  to 
Allied  oil  companies  in  Rumania,  and  until  they 
are  certain  that  the  joint  companies  set  up  by  the 
Russians  in  Rumania  and  Hungarv  will  not  re- 
j  ceive  such  favorable  treatment  as  to  subject  the 
I  operations  of  private  foreign  concerns  to  discrim- 

Iination.  The  endeavor  of  the  United  States  at  the 
present  time  is  to  bring  about,  through  mutual 
consultation,  the  gradual  transftirmation  of  the 
bilateral  trade  pattern  which  already  existed  in' 


Europe  before  1939  and  which  the  Russians  have 
adapted  to  their  purposes  into  a  network  of  freer 
multilateral  trade.  The  principal  obstacle  to  this 
[lolicy  is  that  Russia,  in  the  absence  of  large-scale 
loans  or  credits  from  the  United  States,  will  find  it 
necessary  to  continue  obtaining  the  goods  it  needs 
by  barter  methods.  This  consideration  will  apply 
also  to  future  Russian  transactions  with  Germany. 
For  if  the  Western  powers  agree,  in  return  for 
Moscow’s  acquiescence  in  Anglo-American  plans 
for  economic  unification  of  Germany,  to  let  Russia 
obtain  goods  out  of  current  production  in  their 
zones,  the  Soviet  government  would  take  such 
goods  either  as  reparations,  or  through  some  barter 
arrangement.  Under  these  circumstances,  the  West¬ 
ern  powers  would  not  obtain  from  transfer  of  Ger¬ 
man  products  to  Russia  the  currency  needed  for 
the  purchase  abroad  of  food  and  other  necessities 
for  their  zones,  as  they  had  hoped  to  do  when  they 
first  urged  economic  unification. 

It  is  conceivable  that  private  Western  concerns 
may  not  find  it  practicable  to  carry  on  trade  and 
investments  on  a  satisfactory  basis  in  Ens»^ern  Eu¬ 
rope  and  the  Balkans  unless  they  h.ave  the  active 
support  of  their  governments  —  unless,  in  other 
words,  they  too  create  official  or  semi-official  trade 
oreanizations.  Should  this  prove  to  be  the  case, 
'be  United  States  and  Britain  may  come  to  the  con¬ 
clusion  that  the  most  effective  way  of  participating 
in  the  economic  life  of  Eastern  Europe  and  the 
Balkans,  a  unified  Germany,  and  perhaps  other 
areas,  will  be  through  joint  undertakings  with  Rus¬ 
sia,  perhaps  under  the  supervision  of  the  United 
Nations.  To  such  undertakings  the  United  States 
could  contribute  financial  capital  and  technical 
“know-how,”  as  well  ,as  machinery  and  tools;  Brit¬ 
ain  could  contribute  its  managerial  and  technical 
skills,  at  the  same  time  offering  an  outlet  for  some 
of  the  products  of  that  area:  and  Russia,  in  addi¬ 
tion  to  various  raw  materials  like  coal,  oil,  man¬ 
ganese  and  so  on,  and  a  steady  market,  could  con- 
^ribuie  its  experience  in  effecting  a  transition  from 
a  backward  agrarian  economy  to  modern  industrial 
development  which  could  prove  of  practical  value 
to  other  relatively  undeveloped  countries. 


The  Fourth  Five-Year  Plan 

By  Vera  Micheles  Dean  and  O.  K.  D.  Ringwood 


The  fourth  Five-^'car  plan,  embodied  in  “The 
Law  on  the  Five-Year  Plan  for  the  Restoratb?;!  and 
Development  of  the  National  Econorw  of  the 
USSR  for  1946-1950”  adopted  at  the  first  session 
of  the  Supreme  (’ouncil  of  the  U.S.S  E  on  March 
iS,  1946,’  sets  the  goals  to  be  achieved  by  the  coun¬ 


try’s  economy  during  the  next  five  years.  Accord- 

I.  For  complete  text,  see  “S(Tccial  Supplement  on  the  Fourth 
I'ivc-Ycar  Plan,"  Information  Bulletin  (Washington,  F.mbassy 
of  the  Union  of  Soviet  Socialist  Republics),  June  1946.  For  a 
brief  analysis  sec  “Fourth  Five-Year  Plan  of  the  U.S.S.R.,” 
International  Ijibour  Review  (International  Labour  Office), 
Vol.  LIV,  No.  1-2.  July-August  1946,  p.  45. 
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THE  FOURTH  FIVE-YEAR  PLAN 


ing  to  the  law,  the  principal  aims  of  the  fourth 
Five-^’ear  plan  “are  to  rehabilitate  the  tlcvastatctl 
regions  of  the  country,  to  recover  the  pre-war  level 
in  industry  and  agriculture,  and  then  considerably 
to  surpass  that  level.”  To  achieve  these  aims,  the 
law  declares,  it  is  necessary,  among  other  things, 
to  give  priority  to  the  restoration  and  development 
of  heavy  industry  and  railway  transport;  to  pro¬ 
mote  agriculture  and  the  industries  producing  con¬ 
sumer  goods  “in  order  to  raise  the  material  well¬ 
being  of  the  people  of  the  Soviet  Union  and  to 
secure  an  abundance  of  the  principal  items  of  con¬ 
sumer  goods  in  the  country”;  to  promote  technical 
progress  in  all  branches  of  the  national  economy, 
“as  a  condition  for  a  powerful  increase  of  produc¬ 
tion  and  a  rise  in  the  productivity  of  labor,  which 
will  necessitate  not  only  catching  up  with  but  sur¬ 
passing  scientific  achievement  outside  the  U.S.S.R. 
in  the  near  future”;  “to  further  enhance  the  de¬ 
fensive  power  of  the  U.S.S.R.  and  to  equip  its 
armed  forces  with  up-to-date  weapons”;  to  attain  a 
high  rate  of  capital  accumulation;  and  to  strength¬ 
en  the  currency  and  improve  credit  arrangements 
in  the  national  industry.  Plans  for  industrial  recon¬ 
struction  and  development  will  be  based  on  the 
principle  of  rational  distribution  of  productive 
forces  of  the  different  regions  ot  the  country,  in 
order  to  bring  industry  as  close  as  possible  to  the 
sources  of  raw  materials  and  to  avoid  overland 
hauls  by  the  transport  services. 

Among  targets  to  be  achieved  at  the  end  of  the 
next  five  years  are  the  production  of  19.5  million 
tons  of  pig  iron,  25.4  million  tons  f)f  steel,  and  17.8 
million  tons  of  rolled  goods — ^4  per  cent  above  the 
pre-war  output.  The  Soviet  government  also  intends 
to  increase  the  output  of  copper  fio  per  cent;  lead, 
160  per  cent;  zinc,  150  per  cent;  wolfram  concen¬ 
trates,  340  per  cent;  molybdenum  concentrates,  100 
per  cent;  and  tin,  170  per  cent.  Coal  production  fi'r 
1950  is  fixed  at  250  million  tons,  as  compared  with 
166  million  tons  in  1940.  Oil  refineries  and  electric 
power  stations  are  to  be  rebuilt  and  expanded.  Tb.e 
engineering  industry  is  to  give  prioritv  to  the 
production  of  equipment  for  the  iron  and  steel  in¬ 
dustries,  electric  power,  coal  and  oil  industries, 
electrical  machines,  railway  rolling  stock,  motor 
vehicles,  tractors,  agricultural  machinery,  etjuip- 
ment  for  the  building  industry,  and  equipment  and 
instruments  for  the  chemical  industry.  The  output 
of  building  materials  is  to  be  vastly  increased  tf) 
meet  the  needs  of  housing  reconstruction  in  war- 
damaged  areas. 


The  general  agrarian  structure  of  the  U.S.S.R  i 
is  retained  under  the  fourth  Five-Year  plan,  which  ! 
calls  for  maximum  consedidation  of  the  collective  I 
farm  system,  the  strengthening  of  the  role  of  state  | 
farms  as  models  of  productivity,  and  the  expan¬ 
sion  of  machine  and  tractor  stations  as  factors  of 
organization  atid  mechanization.  According  to  the 
Five-Year  plan,  the  t(Jtal  farm  produce  of  the 
country  by  1950  should  be  27  per  cent  above  the  I 
figure  of  1940.  The  transportation  system,  one  of  I 
the  keystones  of  the  country’s  economy,  is  to  be  re-  1 
habilitated  and  expanded.  Provision  is  made  in  the  1 
Five-^'ear  plan  for  increase  of  total  freight  carried 
by  rail,  road,  and  water  from  480,000  million  ton- 
kilometres  in  1940  to  657,500  million  in  1950,  an  in¬ 
crease  of  36  per  cent.  The  plan  provides  also  for 
doubling  the  stocks  of  motor  vehicles  and  for  build¬ 
ing  11,500  kilometers  of  improved  motor  roads. 
The  civil  air  fleet  is  to  be  built  up,  and  the  airline 
network  enlarged  to  175,000  kilometers.  The  Five- 
Year  plan  declares  that  the  productivity  of  labor  is 
to  be  increased,  and  costs  of  production  are  to  be  ■ 
reduced. 

Of  the  250,300  million  rubles  which  are  to  be  in¬ 
vested  in  the  country  during  the  next  five  years, 
about  115,000  million  are  allotted  to  reconstruction 
of  the  devastated  regions,  and  about  1 35,000  million 
to  other  parts  of  the  Union,  in  particular,  Siberia 
and  the  Russian  Far  East.  It  is  expected  that  the 
industries  of  these  eastern  areas,  greatly  expanded 
during  the  war  years  through  the  transfer  of  labor 
and  equipment  from  the  western  regions  occupied 
by  the  Germans,  will  now  in  turn  contribute  to 
reconstruction  of  the  West.  The  industrial  pro¬ 
duction  of  the  country  will  thus  also  be  decentral¬ 
ized  with  a  possible  view  to  its  dispersal  as  a 
measure  of  defence,  especially  against  the  atomic 
bomb.  Even  this  brief  summary  of  the  main  goals 
of  the  fourth  Five-Year  plan  indicates  that  recov¬ 
ery  of  the  country’s  economy  from  the  damage 
wreaked  by  war  recjuires,  first  of  all,  development 
of  heavy  industry  and  transport  and,  above  all,  of 
the  engineering  industry,  which  must  supply  ma¬ 
chinery  and  tools  for  other  indu.stries  as  well  as  for 
mechanized  agriculture.  It  is  not  surprising  that, 
in  view  of  plans  for  expanded  production,  the  Rus¬ 
sians  have  expressed  lively  interest  in  industrial 
uses  of  atomic  energy  which,  they  contend,  will  be  ■ 
more  adet]uately  developed  in  a  state-controlled  | 
economy  than  in  a  country  like  the  United  States,  j 
where  private  utilities  might  be  fearful  of  the  gov-  - 
ernment’s  atomic  energy  competition. 


In  the  February  15  issue  of  FOKF.IGN  POLICY  REPORTS: 

CZEC:H0SL0VAKIA’S  road  to  socialism  by  Winifred  N.  Hadsel 
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